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HOUSE BI LL 2282

State of Washi ngton 58t h Legi sl ature 2003 1st Speci al
Sessi on

By Representatives Gant, DeBolt, Sommers, C enents, Gonbosky, M elke
and Fronmhol d

Read first tinme 05/19/2003. Referred to Committee on Commerce &
Labor.

AN ACT Relating to the Wshington state lottery comm ssion's
regul ation of |icenses for electronic scratch ticket gamng to specific
i censees under RCW 9.46. 0311 and 9.46.0325 and class | horse racing
facilities wunder chapter 67.16 RCW anending RCW 67.70.010 and
67.70.040; adding new sections to chapter 67.70 RCW creating a new
section; and declaring an energency.

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:

NEW SECTION. Sec. 1. Under the current regulatory and statutory
authority, electronic scratch ticket gamng is authorized, but has
failed to maxim ze revenues that are generated from this form of
entertai nment because the ganes are not issued by the state. Current
budget ary constrai nts conpel review of existing regulatory processes to
assure inplenentation of state laws in both a fiscally accountable
manner, and in a manner that protects public health, safety, and
wel fare. The public health, safety, and welfare benefit by limting
el ectronic scratch ticket gam ng to venues that already are licensed to
conduct gam ng and where the presence of mnors is prohibited.

In furtherance of this purpose, the legislature declares that
el ectronic scratch tickets are a legal formof ganbling in the state of
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Washi ngt on. In addition, any electronic ganmes approved under RCW
9.46.360 are authorized to the sane extent and in the sane manner as
el ectronic scratch tickets are owned, operated, and regul ated under
this act.

The legislature finds this act wll assist in job creation and
retention, and is necessary for the immediate preservation of public
health and safety and the support of state governnent and its existing
public institutions as it is intended to generate revenue appropriated
in the 2003-2005 biennium The additional revenue forecasted under
this act is intended to provide for the health, education, and welfare
of the residents of the state of WAshi ngton.

Sec. 2. RCW67.70.010 and 2002 ¢ 349 s 1 are each anended to read
as follows:

For the purposes of this chapter:

(1) "Cashless transaction systenl’ neans the nethod by which a
pl ayer obtains, transfers, and redeens gane play credits. The cashless
transaction system permts a player to play the electronic scratch
system without inserting cash, including coins, tokens, or paper
currency, into, and to wn gane play credits from the player termnal.
The player termnal shall not dispense cash, but shall only dispense
gane play credits available to the player and gane result information;

(2) "Central accounting and auditing conputer systenf neans a
conputer system or systens operated by the conm ssion that provide a
secure neans to nonitor, receive, store and access data, and record
critical functions and activities of the player termnals;

(3) "Central conputer" neans a conputer or conputers that conduct
random drawings for electronic scratch ticket ganes and stores and
di spenses electronic scratch tickets from scratch ticket gane subsets
that have been |l oaded into it from a manufacturing conputer and are
mai ntained in a secure nmanner;

(4) "Comm ssion" neans the state lottery conm ssion established by
this chapter

((2)) (5 "Director" nmeans the director of the state lottery
established by this chapter;

((3»)) (6) "Electronic scratch ticket" neans a predeterm ned
Wi nning or losing outcone in electronic form Each electronic scratch
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ticket represents a chance from anong the finite set of chances that
conprise an electronic scratch ticket gane set;

(7) "Electronic scratch ticket gane" neans a scratch ticket lottery
gane, together with its respective operating systemor systens, that is
played in an electronic environnent. A gane has a specific set of
rules including: The thene and types of synbols used; the total nunber
of tickets in the gane; the ratio or mx of winning and losing tickets;
the prize structure, including nunber and dollar value of each prize;
and the price of a single ticket. The gane is played by use of
conput er hardware and software to nmanufacture, store, distribute, sell,
and display scratch tickets to players. An electronic scratch ticket
gane includes: The licensed systens that are connected to an
el ectronic central accounting and auditing conputer systemwthin the
commi ssion's control; a cashless transaction system player termnals
with video displays that allow players to purchase chances and obtain
gane result information; a nmanufacturing conputer that securely creates
the finite set of chances used in the scratch ticket portion of the
system and a central conputer containing an electronic accounting
system The electronic scratch ticket gane contains preexisting
scratch tickets that are dispensed in an electronic format to pl ayers
t hrough the player termnals on an on-denand basis;

(8) "Electronic scratch ticket gane set" neans a finite set of
electronic scratch tickets that is based on a tenplate that has been
designed in accordance with a specific set of rules, including the
basic requirenents of gane sets and subsets, governing the structure of
an_ electronic scratch ticket gane. Based on that tenplate, an
electronic scratch ticket gane set is created in a manufacturing
conputer in a secure and verifiable electronic formbefore the play of

an electronic scratch ticket gane. Each electronic scratch ticket gane
set is uniquely identifiable, by serial nunber or otherwise, so that it
can be distinguished from other gane sets manufactured from the sane
tenpl at e. All electronic scratch tickets in a particular gane set
shall be of the sanme price, not to exceed five dollars, but a single
ticket may offer nore than one opportunity to win a prize on the sane
wager ;

(9) "Electronic scratch ticket gane subset” neans a defined group
of electronic scratch tickets that has been randomy selected from an
electronic scratch ticket gane set and transmitted to a central
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conputer in a fixed order for play. Each electronic scratch ticket
gane subset is uniquely identifiable from all other subsets selected
fromthe gane set;

(10) "Gane play credits" neans the nethod of representing value
obtained fromthe exchange of cash or cash equivalents, or earned as a
prize, that is used to effectuate play. Gane play credits may be
redeened for cash or a cash equival ent;

(11) "Lottery" or "state lottery" neans the |ottery established and
operated pursuant to this chapter;

((4y)) (12) "Net win" neans gross wagers received by a |icensee
fromthe operation of an electronic scratch ticket gane systemless the
anpunt paid to players for wnning wagers, the actual cost of
ner chandi se prizes awarded, accrual of prizes for progressive jackpot
contests, and repaynent of ampunts used to seed guaranteed progressive
j ackpot prizes;

(13) "On-line gane" neans a lottery gane in which a player pays a
feeto alottery retailer and selects a conbination of digits, nunbers,
or synbols, type and anount of play, and receives a conputer-generated
ticket with those selections, and the lottery separately draws or
sel ects the wi nning conbi nati on or conbi nations;

((65y)) (14) "Shared gane lottery" neans any lottery activity in
whi ch the conm ssion participates under witten agreenent between the
comm ssion, on behalf of the state, and any other state or states.

Sec. 3. RCWG67.70.040 and 1994 c 218 s 4 are each anended to read
as follows:

The comm ssion shall have the power, and it shall be its duty:

(1) To pronulgate such rules governing the establishnent and
operation of a state lottery as it deens necessary and desirable in
order that such a lottery be initiated at the earliest feasible and
practicable time, and in order that such lottery produce the maximm
anount of net revenues for the state consonant with the dignity of the
state and the general welfare of the people. Such rules shall include,
but shall not be limted to, the foll ow ng:

(a) The type of lottery to be conducted which may include the
selling of tickets or shares. The use of electronic or nechanica
devices or video termnals which allow for individual play against such
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devices or termnals shall be prohibited. Approval of the |legislature
shall be required before entering any agreenent with other state
|otteries to conduct shared ganes;

(b) The price, or prices, of tickets or shares in the lottery;

(c) The nunbers and sizes of the prizes on the winning tickets or
shar es;

(d) The manner of selecting the winning tickets or shares;

(e) The manner and tinme of paynent of prizes to the holder of
Wi nning tickets or shares which, at the director's option, may be paid
in lunmp sumanounts or installnments over a period of years;

(f) The frequency of the draw ngs or selections of winning tickets
or shares. Approval of the legislature is required before conducting
any on-line ganme in which the drawing or selection of wi nning tickets
occurs nore frequently than once every twenty-four hours;

(g) Wthout limt as to nunber, the type or types of |ocations at
which tickets or shares may be sold. Electronic scratch ticket sales
are subject to the limts and |locations specified in section 8 of this
act ;

(h) The nethod to be used in selling tickets or shares;

(1) The licensing of agents to sell or distribute tickets or
shares, except that a person under the age of eighteen shall not be
i censed as an agent;

(j) The manner and anount of conpensation, if any, to be paid to
licensed sales agents necessary to provide for the adequate
availability of tickets or shares to prospective buyers and for the
conveni ence of the public. Conpensation to licensees of electronic
scratch tickets shall be governed by section 6 of this act;

(k) The apportionnment of the total revenues accruing fromthe sale
of lottery tickets or shares and fromall other sources anong: (i) The
paynent of prizes to the holders of winning tickets or shares, which
shall not be less than forty-five percent of the gross annual revenue
fromsuch lottery or the percent specified in section 6 of this act for
el ectronic scratch tickets, (1) transfers to the lottery
adm ni strative account created by RCW67.70.260, and (iii) transfer to
the state's general fund. Transfers to the state general fund shall be
made in conpliance with RCW 43.01. 050. The apportionnent of tota
revenues from electronic scratch ticket sales shall be governed by
section 6 of this act;
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(1) Such other matters necessary or desirable for the efficient and
econom cal operation and admnistration of the lottery and for the
conveni ence of the purchasers of tickets or shares and the hol ders of
W nning tickets or shares.

(2) To ensure that in each place authorized to sell lottery tickets
or shares, on the back of the ticket or share, and in any advertising
or pronotion there shall be conspicuously displayed an estimte of the
probability of purchasing a winning ticket.

(3) To anend, repeal, or supplenent any such rules fromtine to
time as it deens necessary or desirable.

(4) To advise and nake recomendations to the director for the
operation and adm ni stration of the lottery.

NEW SECTION. Sec. 4. (1)(a) The maxinmum nunber of player
termnals per licensed |ocation is as foll ows:

(1) To the top forty gross receipt charitable or nonprofit
operations conducting bingo ganes, one hundred twenty-five player
termnals per |licensed |ocation;

(1i1) To house-banked card roons operating at |east five house-
banked card tables and to class 1 horse racing facilities, one hundred
twenty-five player termnals per licensed |ocation;

(ii1) To persons, associations, or organi zations primarily engaged
in the selling of food or drink for consunption on the prem ses and
bona fide charitable or nonprofit organizations that conduct bingo
ganmes, or use punch boards, or pull-tabs other than those in (a)(i) of
this subsection as foll ows:

MAXIMUM NUMBER OF

PLAYER TERMINALS

ANNUAL GROSS ALLOWED PER
GAMBLING RECEIPTS LICENSED LOCATION
$0 - 200,000 4 (All licenseesin this

license class shall be
guaranteed a minimum
of 4 player terminals)
$200,001 - 300,000 5
$300,001 - 400,000 6
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$400,001 - 500,000

$500,001 - 600,000 8

$600,001 - 700,000 10
$700,001 - 800,000 12
$800,001 - 1,000,000 14
$1,000,001 - 1,250,000 16
$1,250,001 - 2,000,000 18
$2,000,001 - 2,500,000 20
$2,500,001 - 3,000,000 22
$3,000,001 and up 24

(b) For purposes of the initial allocation of player termnals
under section 5(1) (a) and (b) of this act and (a)(i) and (ii) of this
subsection, the nunber of available machines in each category will be
di vided by the nunber of eligible licensees in that category, and no
| icensee can be awarded nore than the resulting arithmetic average in
t heir category.

(c) For purposes of the initial allocation of player termnals to
| icensees under section 5(1)(c) of this act and (a)(iii) of this
subsection, gross ganbling receipts shall be cal cul ated and det erm ned
by the comm ssion using a |icensee's annual gross ganbling receipts for
any active years of operation in 1999 through 2002. However, |icensees
who operated for partial years or less than the full four years during
this period shall have their gross ganbling receipts annualized and
cal cul at ed accordingly.

(2) For purposes of player termnal allocations after the initial
January 1, 2003, allocation, the comm ssion shall determ ne on January
1st of every year the total available nunber of player termnals to be
allocated to licensees in each category established in subsection
(1) (a)(i) and (ii) of this section in each allocation pool created in
section 5(1) of this act. The nunber of player termnals that may be
awarded to any applicant in that ensuing year shall be determ ned by
di vi di ng the nunber of available player termnals in an allocation pool
by the nunber of qualified applicants in that pool. Each all ocation
pool consists of those player termnals not allocated in previous
years, forfeited player termnals, plus additional player termnals, if
any, that becone available as a result of new tribal-state conpacts or
by anendnents to tribal conpacts. However, |icensees that becone
eligible for player termnals after January 1lst of any given year nmay
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be awarded player termnals by the conm ssion only to the extent there
are player termnals available for allocation within the particul ar
cat egory. Such a licensee may not receive nore than the arithnetic
average of player termnals as determned by the comm ssion on the
i mredi ately precedi ng January 1st.

(3) Wthin each category established under subsection (1)(a)(i) and

(i) of this section, no licensee can be awarded nore than the
arithnmetic average of all the applications divided into the nunber of
pl ayer termnals available in the allocation pool. Licensees shall be

prioritized within each category established under section 5(1) of this
act for review for new or additional player termnals under this
section based upon the effective date of their wunderlying ganbling
license issued by the ganbling comm ssion. Electronic scratch ticket
gane |licensees within each category established under section 5(1) of
this act may continue to request additional player termnals subject to
the maxi mum nunber of player terminals per licensed |ocation
established in this section.

NEWSECTION. Sec. 5. (1) The maxi mum nunber of el ectronic scratch
ticket gane player termnals shall be determ ned as of January 1, 2003,
for the initial allocation and January 1lst of every year thereafter for
future allocations as set forth in section 4 of this act and is set at
the nunber authorized at any given tinme based upon the cunulative
nunber of electronic scratch ticket ganme player termnals authorized
under all current tribal-state class IIl gam ng conpacts in the state.
O this maxi num nunber, the followi ng distribution is established:

(a) Fifteen percent of the player termnals to the top forty gross
receipt charitable or nonprofit operations conducting bingo ganes
licensed as of January 1, 2003, with an established maxi nrum nunber of
pl ayer termnals per l|licensed location as set forth in section 4 of
this act;

(b) Thirty-six percent of the player termnals to house-banked card
roons operating at |east five house-banked card tables and to class |
horse racing facilities with an established maxi rum nunber of player
termnals per licensed |ocation as set forth in section 4 of this act;
and

(c) Forty-nine percent of the player termnals to: (1) Persons,
associ ations, or organi zations primarily engaged in the selling of food
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or drink for consunption on the prem ses using punch boards or pull-
tabs; and (ii) bona fide charitable or nonprofit organizations
conducting bingo ganes other than those in subsection (a) of this
section, or using punch boards or pull-tabs with an established maxi num
nunmber of player termnals per licensed location as set forth in
section 4 of this act.

(2) Electronic scratch ticket |icensed | ocati ons under this chapter
shall not be licensed for player termnals under nore than one of the
three categories described in section 4 of this act.

NEW SECTION. Sec. 6. (1) The paynent of prizes to the hol ders of
wi nning tickets or shares shall not be |less than seventy-five percent
of the gross annual revenue fromelectronic scratch ticket ganes.

(2) The net win, less the licensee's proportionate share set forth
in subsection (4) of this section, shall be transferred into the
el ectronic scratch ticket account.

(3) The noney in the electronic scratch ticket account shall be
used as foll ows:

(a) One percent of the net win shall be dedicated exclusively for
distribution to a contractee under section 9(3) of this act subject to
appropriation.

(b) Seven percent of the net win shall be dedi cated exclusively for
distribution to counties and cities as foll ows:

(1) Four and one-half percent shall be distributed to the cities
and counties that generate revenue fromelectronic scratch ticket ganes
generated in each jurisdiction;

(1i) Two percent shall be distributed to cities that |ost nore than
ten percent of their unrestricted operating revenues based upon the
annual | oss of revenue fromthe repeal of the notor vehicle excise tax.
This distribution shall be based upon the notor vehicle excise tax
revenue that a city would have received in 2001 as neasured by the
| egislative evaluation and accountability program adjusted to the
current fiscal year using the Initiative Measure No. 601 fiscal growth
factor. This figure shall be the revenue |oss. Based upon the anount
of revenue |loss adjusted for the current fiscal year, a city shal
receive additional funds that ensure it |oses no nore than ten percent
of its unrestricted operating revenues for fiscal year 2000, as defi ned
by the state auditor |ocal governnent reporting system |If the |evel

p. 9 HB 2282



©O© 00 N O Ol WDN P

W W WWWWWNDNRNNNNMNNMNNNMNNNRRRRRRRERRPR
D 0o A W NP O OO NOO UGG A WNPFP O OOOLOWNOO OGP~ WDNPRELO

of revenues exceed the anpbunt necessary to nmke the required
di stributions under this subsection (3)(b)(ii), the additional revenues
shall be distributed under (b)(iii) of this subsection. |f inadequate
revenues exist to make the distributions under this subsection, the
di stributions shall be reduced ratably anong the qualifying cities; and

(1i1) One-half percent shall be distributed as foll ows:

(A) Three hundred thousand dollars shall be distributed to each of
the follow ng counties: Asotin, Colunbia, Douglas, Ferry, Garfield
Klickitat, Lincoln, Ckanogan, Pacific, Pend Oeille, Skamani a, Stevens,
and Wahki akum

(B) Any revenues that exceed the total anobunt necessary to make the
di stributions under (b)(iii)(A) of this subsection shall be distributed
anong the sanme counties on a per capita basis;

(© If there are insufficient revenues for the distributions under
(b)(iii)(A) of this subsection, the distributions to the counties shal
be reduced on a per capita basis.

(c) Thirty-two percent of the net win shall be used only for:

(1) Mking deposits into the reserve account created by RCW
67.70.250 and into the lottery admnistrative account created by RCW
67.70. 260;

(1i) Mking deposits into the general fund of the noney not
ot herwi se obligated under this subsection; and

(ti1) The purchase and pronotion of electronic scratch ticket ganes
and electronic scratch ticket gane-related services, including the
el ectronic scratch ticket central conputer and central accounting and
audi ting systens.

(d) Sixty percent of the net wn shall remain with the individua
el ectronic scratch ticket Iicensees from which the |l|icensee is
obligated to pay its licensing fees and ot her expenses, including costs
associated with owning and operating electronic scratch ticket player
term nal s.

(4) The office of financial managenent shall require the all otnent
of all expenses paid from the electronic scratch ticket account and
shall report to the ways and neans conmttee of the senate and
appropriations conmttee of the house of representatives any changes in
the allotnents.
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NEW SECTION. Sec. 7. (1) Play of all electronic scratch ticket
ganes is restricted to players who are twenty-one years of age or
ol der. El ectronic scratch ticket |icenses shall not be issued to
agents registered to sell lottery tickets in venues such as conveni ence
stores or other |ocations readily accessible to mnors, but shall be
restricted to the authority granted by this chapter.

(2) Placenent of player termnals for electronic scratch ticket
ganes shall only be allowed on premses and in areas of premses
nmeeting the liquor control board s requirenents for barrier and si gnage
as contained in WAC 314-02-050(1) as it exists on the effective date of
this act and on the prem ses or portion of the prem ses where persons
under twenty-one are not permtted.

(3) Duties of enployees who are under twenty-one shall conply with
the provisions of chapter 66.44 RCWand the rul es adopted by the |iquor
control board under that chapter.

NEW SECTION. Sec. 8. (1) Electronic scratch ticket sales are
limted to bona fide charitable or nonprofit organizations that conduct
bi ngo ganes, punch boards, or pull-tabs, as authorized under RCW
9.46.0311; an association or organization primarily engaged in the
selling of food and beverages for on-prem se consunption that uses
punch boards, pull-tabs, or house-banked card ganmes operating at | east
five house-banked card tables as authorized under RCW 9.46.0325; and
class | horse racing facilities. An electronic scratch ticket |icense
may be revoked if the licensee fails to maintain a |icense in good
st andi ng pursuant to RCW 9. 46. 070.

(2) Electronic scratch ticket game player termnals nust use a
cashl ess transaction system El ectronic scratch ticket game player
termnals nust operate off the central conputer linked to a centra
accounting and auditing conputer system Li censees for electronic
scratch tickets nay own and operate the player termnals as |long as the
equi pnent neets certification requirenents under this chapter

(3) The commission shall issue a license to sell or distribute
el ectronic scratch tickets only if the licensee has a valid |icense
i ssued under RCW9.46.070 and i s operating bingo, or using punch boards
or pull-tabs under RCW 9.46.0311, using punch boards or pull-tabs or
operating social card ganes of at |east five house-banked card tables
under RCW 9.46.0325, or is a class | horse racing facility under
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chapter 67.16 RCW  An applicant for licensee of electronic scratch
tickets nust have nmaintained a valid |icense issued under RCW 9. 46. 070
or have been a valid class | horse racing facility for six nonths
consecutively preceding i ssuance of a |icense under this chapter.

(4) The comm ssion may contract with private testing |aboratories
or with a laboratory on contract with the ganbling conm ssion for
certification that electronic scratch ticket gane equi pnent neets the
requirenents of this chapter. The manufacturer has the burden of
establishing that its equipnment neets certification requirenents.

(5) Electronic scratch ticket |icensees nay | ease and/or revenue-
share wth persons or entities, including route operators,
di stributors, and manufacturers |licensed by the comm ssion to engage in
such activity. Contracts between a route operator and a |icensee nust
be in witing, signed by the parties, and submtted to the conm ssion
before the installation of player termnals.

NEW SECTION. Sec. 9. (1) The commssion my enforce the
provi sions of RCW9. 46.071 and 9.46.072 relative to licenses issued for
el ectronic scratch tickets.

(2) The comm ssion shall require a |abel on each player term na
that promnently displays the Washington problem ganbling helpline
nunber .

(3) The departnent of social and health services shall contract
with a nonprofit entity incorporated in Washington state dedicated to
the provision of public awareness, education, prevention, helpline
services, treatment, professional training, counselor certification
research, and other services necessary to address problem and
pat hol ogi cal ganbling in Wshington to inplenent a program that
addr esses probl em or pathol ogi cal ganbl i ng.

NEW SECTION. Sec. 10. There is hereby created and established a
separate account, to be known as the electronic scratch ticket account.
Such account shall be nmanaged, maintained, and controlled by the
comm ssion and shall consist of all net wins received fromthe sal e of
el ectronic scratch tickets or shares, and all other noney credited or
transferred thereto fromany other fund or source pursuant to |law, |ess
the percentage distribution to electronic scratch ticket |icensees
specified in section 6(3)(d) of this act. The account shall be a

HB 2282 p. 12



a b~ W N

©O© 00 N O

10
11
12
13
14
15

16
17
18
19
20
21
22

23
24
25
26
27
28
29
30
31
32
33
34

Separate account outside the state treasury. No appropriation is
required to permt expenditures and paynment of obligations from the
account, except that percentage distributions to problem ganbling and
to the local jurisdictions are subject to appropriation as specified in
section 6 of this act.

NEW SECTION. Sec. 11. The comm ssion shall imrediately suspend
any certification of licensure issued for electronic scratch tickets if
the holder of the certificate has been certified pursuant to RCW
74. 20A. 320 by the departnment of social and health services as a person

who is not in conpliance with a support order. If the person has
continued to neet all other requirenments for certification during the
suspension, reissuance of the certificate of |Ilicensure shall be

automatic upon the comm ssion's receipt of a release issued by the
departnment of social and health services stating that the person is in
conpliance with the order

NEW SECTION. Sec. 12. |Information obtained by the ganbling
comm ssion pursuant to its background check investigation under RCW
9.46.070 shall be provided to the conm ssion for each applicant for an
el ectronic scratch ticket |Iicense. Applicants for an electronic
scratch ticket license are subject to the background check
investigation requirements of the ganbling comm ssion under RCW
9. 46. 070.

NEW SECTION. Sec. 13. The commission shall develop rules to
inplenment this act, which include, but are not limted to, rules
applicable to circunstances where pending applications wthin each
category established under section 5(1) of this act request nore pl ayer
termnals than are arithnetically available for allocation; rules
regarding prizes over six hundred dollars; and inplenentation
provi sions that enable the intent of the act to take effect. It is the
intent of the legislature to expeditiously inplement this act and
maxi m ze revenue through operation of electronic scratch ticket ganes
in limted regul ated venues, which should not be hanpered through the
rul e-maki ng processes. Rule nmaking shall be expedited in order to neet
this intent.
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NEW SECTION. Sec. 14. If any provision of this act or its
application to any person or circunstance is held invalid, the
remai nder of the act or the application of the provision to other
persons or circunstances is not affected.

NEW SECTION. Sec. 15. This act is necessary for the imrediate
preservation of the public peace, health, or safety, or support of the
state governnment and its existing public institutions, and takes effect
i mredi atel y.

NEW SECTION. Sec. 16. Sections 4 through 13 of this act are each
added to chapter 67.70 RCW

~-- END ---
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